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Distribution of Sterling Balances 


An article in the Financial Times draws attention to 
the substantial changes in the distribution of sterling 
balances during the past year. Australian holdings, which 
amounted to some £720 million a year ago, are now 
estimated to have fallen to around £300 million. For 
other sterling area countries also, there have been sharp 
decreases. The sterling balances of India are estimated 
to have fallen from about £660 million in mid-1951 to 
£540 million at present, and New Zealand’s holdings 
have declined from about £125 million to £85 million. 
Pakistan’s balances have recently been falling, but it is not 
clear whether there has been a net contraction from the 
level a year ago. South Africa’s foreign exchange hold- 
ings, which are believed to consist almost entirely of 
sterling, have fallen from £83 million to £66 million. 
Developments have been similar for some non-sterling 
area countries. For instance, Egypt’s sterling holdings 
are reported to have dropped by some £90 million within 
the past year; Israel’s holdings have fallen by some 
£15 million; and Iran’s by some £16 million. In addi- 
tion, there appear to have been some sharp decreases 
in the sterling reserves of some of the Latin American 
countries, such as Argentina and Brazil. 


The countries listed above must, together, have dis- 






Europe 


Schuman Plan Agencies 

An official communique issued on July 25, 1952 by the 
Ministers for Foreign Affairs of the six governments 
participating in the Schuman Plan states that “the 
Treaty establishing a European Coal and Steel Com- 
munity has entered into force on July 25, 1952 after 
the deposit of all the instruments of ratification . .. . 
The High Authority and the Court of Justice will assume 
their functions as of August 10, 1952. The names of the 
Presidents, Vice-Presidents and other members will be 
made public before that date . . . . The choice of the pro- 
visional location of the institutions has been postponed 
until the next meeting of the Ministers for Foreign Affairs 
of the six participating countries. In the meantime, the 
High Authority and the Court will be located in Luxem- 
bourg and the Assembly will hold its first meeting on 
September 10 at Strasbourg. The decision on the loca- 
tion will be made after taking account of the results of 
future negotiations on the status of the Saar. A French- 
Italian proposal that the Assembly make a study of 
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posed of sterling balances to the value of some £750 
million during the past 12 months. This has not been 
financed by a U.K. current account surplus; on the 
contrary, the United Kingdom has had a current account 
deficit in the past year which the Financial Times esti- 
mates at more than £600 million. When allowance is 
made for this current account deficit and for the drawing 
down of sterling balances listed above, it is clear that 
something like £1,350 million of sterling has had to 
find a new home during the past 12 months. This figure 
makes no allowance for capital flows. The Financial 
Times notes that approximately £850 million of the total 
has been financed by a net decline in the gold and dollar 
reserves, and that £330 million of sterling has been ac- 
quired by EPU. In addition, the sterling balances of 
Colonial territories have increased (£56 million in the 
second half of last year), and Japan’s sterling holdings 
have increased from £35 million at the middle of 1951 
to £127 million at the end of June 1952. Some of the 
Middle East countries have also added considerably 
to their sterling reserves as a result of the boom in oil 
production. 

Source: The Financial Times, London, England, July 17, 

1952. 


European policy has been presented and will be discussed 
at the next meeting of the Ministers of Foreign Affairs.” 
Source: Agence Economique et 


France, July 25, 1952. 


Financiére, Paris, 


French Economic Situation 

When summarizing the results of the gold stabilization 
loan floated on May 29, the French Premier stated on 
July 24 that 428 billion francs had been subscribed; 
195 billion francs was in cash and 233 billion in con- 
verted securities. (In 1949, subscriptions to the 5 per 
cent loan had reached 297 billion francs, of which 108 
billion francs was in cash.) The Government received 
the equivalent of 15 billion francs in gold, about 34 tons 
of gold at the market price. The Premier also stated 
that the floating of the loan had not been accompanied 
by an increase in bank credit. In contrast, nonmonetary 
liquid resources increased during the period, showing 
a certain willingness by the public to reconstitute their 
liquid reserves, even after subscribing to the loan. Dur- 
ing the subscription period, new deposits with savings 
banks exceeded drawings by 2.9 billion francs. Deposits 
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with the postal checking system increased by 8.5 billion 
francs between May 29 and July 10. Treasury bonds 
held by the public also increased. 

M. Pinay stated that tax collection figures seem to 
indicate that tax evasion has decreased. The reduction 
in tax evasion has been greater than the effect on indirect 
tax collections of the recession in certain industries, so 
that, despite the recession, tax collections thus far have 
been higher than had been estimated previously. The 
text of the fiscal reform will be presented on September 
15 before the Finance Committee of the National 
Assembly. 

The price of wheat for 1952-53 has been fixed by the 
Government at 3,600 francs per quintal. Farmers had 
asked for much higher prices. The Government has 
admitted that, with the increase in costs, the price 
should have been 3,750 francs but the price of 3,600 
francs—the same as last year—was decided on in order 
to strengthen the price-lowering campaign. A safeguard 
clause provides for an increase of 150 francs per quintal 
if other prices should advance. 


Source: Agence Economique et Financiére, Paris, France, 


July 24, 1952. 


Belgian-Luxembourg Steel 


Belgium produced 2.6 million tons of steel during the 
first half of 1952, against 2.5 million tons in the first 
half of 1951. It is understood, although not officially 
announced, that at a recent meeting of Belgian and 
Luxembourg steel producers it was decided to reduce the 
basic price for merchant steel for delivery in EPU coun- 
tries by Bfr 500, to Bfr 5,750 per ton. A price of Bfr 5,300 
per ton is mentioned for large exports of bars. The 
price reductions are made possible by the ending of 
contracts for American coking coal, which proved very 
costly. These reductions are regarded as provisional, 
however, since so far there has been little difficulty in 
selling the large quantities produced and a renewed 
pressure of demand might again raise production costs, 
either by necessitating further coal imports or by pres- 
sure for supplies of ore and scrap. The situation is being 
closely watched in the event that the U. S. steel strike 
should occasion an increased demand for Belgian- 
Luxembourg steel. 

During the first quarter of this year, Belgian-Luxem- 
bourg steel exports, at 1,363,000 tons, were slightly 
above the 1951 quarterly average. Compared with 195], 
there were important increases in the quantities shipped 
to the United Kingdom, Italy, Sweden, and Argentina, 
but these were largely offset by lower deliveries to the 
Netherlands (the largest customer), the United States, 
and France. 

Sources: The Financial Times, London, England, July 
7, 1952; Agence Economique et Financiére, 
Brussels, Belgium, July 8, 1952. 
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Rate of Netherlands ‘‘Security Guilder” 


One of the effects of the recent purchases against 
dollars of shares of the Royal Dutch Petroleum Company 
on the Amsterdam Stock Exchange (see this News Sur- 
vey, Vol. V, p. 26) has been that the rate of the 
so-called “security guilder” (derived from quotations of 
Netherlands securities on foreign stock exchanges) has 
reached the official par value of the guilder, expressed 
in dollars, which implies a premium over Belgian francs, 
sterling, and French francs. It appears that the Nether- 
lands Bank, for that reason, has asked private banks 
and stockbrokers for a statement of the amounts of non- 
exportable “international securities” owned by foreigners 
(international securities are, e.g., shares of Royal Dutch, 
Unilever, Philips, etc.). After World War II, the Govern- 
ment, for exchange control purposes, had prohibited the 
export of securities which foreigners had deposited in the 
Netherlands before the war. The fact that the Nether- 
lands Bank is now investigating the amounts of such 
deposits is taken as an indication that their deblocking 
is being considered. If such action should be taken, 
these securities will become exportable to the extent that 
they belong in the category of “international securities.” 
Source: De Maasbode, Amsterdam, Netherlands, July 21, 

1952. 


Norwegian Foreign Trade 


During the first six months of 1952 Norway had an 
import surplus, excluding ships, of NKr 865 million, 20 
per cent larger than the surplus for the same period last 
year. The value of exports, excluding ships, at some 
NKr 2 billion, was 8 per cent greater than in the first 
half of 1951. The higher figure was due entirely to 
increases in the first quarter of this year, when the value 
of exports was some 24 per cent above that for the first 
quarter of last year; in the second quarter of this year, 
the value dropped some 10 per cent below that for the 
second quarter of 1951. Since April, total exports have 
decreased each month, because of smaller exports of oil, 
fat, and paper. The volume of paper exports has fallen 
considerably below last year’s level. Exports of ores and 
metals accounted for some 60 per cent of the increase 
in exports during the first half of the year. 

The value of imports, excluding ships, was about 
NKr 2.9 billion, 11 per cent higher than in the same 
period last year. The increase was mainly in iron, steel, 
machinery, and automobiles. Among textile imports, 
spinning materials, yarn, and thread have decreased 
sharply while imports of yard goods have risen some- 
what. 

Imports of ships this year have been some 34 per 
cent less than in the same period last year, while exports 
of ships have been some 23 per cent larger. For the 
half year, the net imports of ships was NKr 110 million, 
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compared with NKr 285 million in the same period last 
year. 

Data by countries show that most of the increase in 
trade has been with the OEEC countries; imports from 
these countries rose by 22 per cent and exports by 12 
per cent. Trade with Sweden and Western Germany 
showed the largest increases. The import surplus with 
Canada and the United States rose from NKr 230 million 
in the first six months of 1951 to NKr 314 million this 
year, resulting from both an increase in imports and a 
decline in exports. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, July 26, 1952. 


Bank of Finland’s Rediscount Policy 

Under a decision of May 2, 1950 of the Bank of Fin- 
land, credits extended to commercial banks in the form 
of rediscounts with the Bank of Finland were not to 
exceed for each individual bank its share capital and 
reserve funds. If this limit should be exceeded, commer- 
cial banks were to be charged an interest rate one half 
per cent higher than that applied to bank credits extended 
directly to business. If the commercial banks should fail 
to reduce their rediscounts to the required level by 
October 1, 1951, the Bank of Finland would request that 
all credit applications to commerial banks in excess of 
500,000 Finnish markkas should first be approved by the 
Bank of Finland (see this News Survey, Vol. IV, p. 51). 

In the second half of 1951, the commercial banks had 
no difficulty in complying with these regulations, since 
the liquidity of banking institutions was then improved 
as a result of substantially expanded exports. Bills re- 
discounted by the Bank of Finland were reduced from 
11,345 million Finnish markkas on May 31, 1951 to 
723 million at the end of October and to 16 million at 
the end of 1951. 

As of June 25, 1952, the Bank of Finland is reported 
to have modified substantially its rediscount policies, 
because of deteriorated export conditions and their effect 
on the internal money market. A limit for total redis- 
counts by the Bank is being set monthly on the basis 
of the amounts of deposits with commercial banks and 
financial institutions. If rediscounts for each commercial 
bank exceed 140 per cent of its capital and reserve funds, 
the interest rate will be one half per cent higher than 
the rate applied to bank credits granted directly to busi- 
ness; if rediscounts exceed 150 per cent of such funds, 
the interest rate will be 1 per cent higher; if they exceed 
170 per cent, the rate will be 2 per cent higher; and if 
they exceed 200 per cent, the rate will be 3 per cent 
higher. 

The new regulations are intended to help maintain full 
employment in Finnish export industries, and at the 
same time prevent inflationary expansion of credit, par- 
ticularly for nonessential purposes. It is expected that 





the new policy, by insuring a certain degree of flexibility 

in the Finnish money market, will be able to counteract 

the adverse effects of the deterioration in export con- 

ditions. 

Source: Hufvudstadsbladet, Helsinki, Finland, June 21, 
1952. 


German Money and Credit Situation 


The salient feature in recent credit developments in 
the German Federal Republic has been the decline in 
short-term lending to business. After a rise of no less 
than DM 1 billion during the first two months of the 
year, the increase in March was only DM 184 million, 
and in April there was a reduction of DM 113 million. 
Statistics of the larger banks, which account for 70 per 
cent of total credits, show that there was a further decline 
of DM 109 million in May and of DM 145 million in 
the first week of June. Although the second week of 
June, which included an important tax collection date, 
brought an increase of DM 187 million, the total volume 
of credit (excluding loans to the public authorities) 
dropped by some DM 500 million, or about 5 per cent 
from the previous peak level. 

The decline is attributable more to the gradual draw- 
ing down of stocks, particularly stocks of consumer goods, 
than to the decrease in imports. Despite the reduction 
in bank credit, the money supply has not diminished; 
on the contrary, it increased in the first four months of 
1952 by about DM 500 million. This was due partly to 
borrowings by the public authorities, but mainly to the 
large balance of payments surpluses (particularly with 
EPU). In May these surpluses resulted in net purchases 
of foreign exchange by the central bank system and the 
foreign trade banks totaling no less than DM 373 million, 
compared with DM 470 million in the entire first quarter 
of the year. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, July 
5, 1952. 


Middle East 
Discount Rates of National Bank of Egypt 


The National Bank of Egypt has increased the mini- 
mum discount rate for Treasury bills from 2 per cent to 
21, per cent, and for bank bills from 3 per cent to 34% 
per cent. There has been no change in the 5 per cent 
discount rate of approved commercial bills. 

Sources: National Bank of Egypt, Statements of Position 
as of June 28 and July 5, 1952, Cairo, Egypt. 


Egypt’s Population Problem 

According to Hefnawey Pasha, Director of the United 
Nations FAO Regional Office in the Middle East, Egypt’s 
main social and economic problem is the extremely high 
rate of population increase and the failure of production 
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to keep pace with that increasing rate. Neither economic 
development nor a fairer distribution of wealth can solve 
the problem, he maintains. Greater production to meet 
the increase in population is neither easy nor sufficient. 
In industry, Egypt needs scientists, technicians, experi- 
enced management, and a skilled labor force, in addition 
to huge amounts of capital for investment. Egypt would 
have to import technical skill and capital, but their yield 
would benefit them primarily. In agriculture, the rate 
of production increase can be expected to be inadequate. 
It has been found that by applying all modern techniques 
and skill the annual rate of increase in agricultural out- 
put is 1-1.5 per cent, or between 30 and 40 per cent in 
thirty years. However, Egypt’s population will increase 
by 100 per cent in the next 30 years, if the present rate 
of increase continues. 

A fairer distribution of national wealth through fiscal 
policy and other socialistic measures cannot solve the 
problem. Egypt’s national wealth was estimated at about 
LE 1,000 million before World War II, and it is now 
estimated at LE 4,000 million, owing entirely to a four- 
fold increase in the price level. If this were distributed 
equally among the 20 million population, the per capita 
share would be about LE 200. On the assumption that 
wealth in Egypt yields a net income of 10 per cent 
annually, the annual per capita net income at current 
prices would be about LE 20 (about US$57). This low 
income could not provide even the bare necessities of 
life, not to mention saving for future investment. 


Source: Al Ahram, Cairo, Egypt, July 4, 1952. 


Anglo-Egyptian Sudan Budget 


For the financial year ended June 30, 1952, the Anglo- 
Egyptian Sudan had an estimated budgetary surplus of 
LE 22.5 million. Revenue for the current financial year 
(1952-53) is estimated at LE 28.5 million, which is 
LE 15.5 million less than actual revenue last year. This 
decrease is attributed to a decline in both the amount 
and price of the cotton crop, which is the backbone of 
the country’s economy. 

This year’s cotton crop is estimated at 1.25 million 
kantars (1 kantar 99.05 pounds), compared with 2 
million kantars last year. Nevertheless, budget estimates 
for the 1952-53 financial year provide for a surplus of 
LE 4 million. 

Source: The Financial Times, London, England, July 17, 
1952. 


Israel’s Development Budget 


The Government of Israel has presented for ratifica- 
tion by Parliament a record development budget of 
I£115 million for 1952-53, exceeding last year’s budget 
by I£40 million. It is to be financed as follows: 
I£40 million from the sale of government bonds secured 
by government land assets; [£40 million from the sale 
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of government bonds in the United States; and I£35 mil- 
lion from the recently enacted compulsory loan and a 
levy on capital (see this News Survey, Vol. IV, p. 401). 
Under the provisions of the budget, the main expendi- 
tures will be I£35 million for agriculture, including the 
establishment of new farming settlements and irrigation 
projects, I1£25 million for the expansion of industry and 
electrical power, I£20 million for housing, and I£12 
million for communications and transportation. 
Source: Israel Office of Information, /srael Digest, New 
York, N. Y., July 25, 1952. 
Cost of Living in Israel 
Israel’s cost of living index in May rose by 6 points, 
the smallest monthly rise since January of this year. 
Since September 1951, the base month for the index, 
there has been an increase of 50 points. 
Source: Israel Office of Information, Israel Digest, New 
York, N. Y., June 20, 1952. 


Israeli Imports from U.K. 

Because of the exhaustion of its sterling reserves, the 
Israeli Government applied to the United Kingdom for a 
loan of £10 million, but later reduced the request to 
£5 million. Since both requests were refused, it is 
expected that imports from Britain will be reduced. 
Source: Middle East Economist and Financial Service, 

Forest Hills, N. Y., June 1952. 


Lebanon-Czechoslovakia Trade and Payments Agreements 

Lebanon and Czechoslovakia have signed trade and 
payments agreements, including most-favored-nation 
clauses with respect to customs duties, other trade and 
transit dues, and general exchange and trade restrictions. 
The main products to be supplied by Lebanon are citrus 
fruits, fresh and dried fruits, raw cotton, vegetable oils, 
hides and skins, and cotton and natural silk yarn. 
Czechoslovakia will provide mainly machinery, cars, 
iron goods, dyes, paper, wood, cotton goods, porcelain, 
and ceramics. In the first year of the agreements, the 
value of the goods exchanged is expected to amount to 
LL 5 million (LL 3.6 US$1 at the free rate) each 
way, and Czechoslovakia promises to import at least 
5,000 tons of Lebanese citrus fruits. In the following 
years, the volume of goods exchanged will be fixed by 
common accord. Lebanese exports to Czechoslovakia in 
1951 amounted to LL 1.03 million, and Lebanese imports 
from Czechoslovakia were LL 4.7 million. 

The payments agreement provides for the opening of a 
Lebanese nonresident account with the Statni Banka 
Czechoslovakia in Prague and of a Czechoslovak non- 
resident account with the Bank of Syria and Lebanon in 
Beirut. These accounts will be used to settle all operations 
arising under the agreement, and will be closed every 
six months. If there should be a surplus in either account, 
the debtor country will make payment in exports in the 
following six months. If, at the end of that period, part 
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of the debt is still outstanding, the two countries will 
have to agree on the best way to liquidate it. Moreover, 
the two countries have agreed that the reciprocal open 
credits granted by the two banks will not exceed LL 0.5 
million or its equivalent in Czechoslovak korunas. The 
agreed rate of exchange between the two currencies is 
fixed at LL 1 = 15.8 korunas; this rate, however, may 
be changed by common agreement. 
Sources: Le Commerce du Levant, Beirut, Lebanon, 
July 16 and 19, 1952. 

Turkey’s Import Regulations 

The Government of Turkey has revised certain import 
formalities. Deposit requirements of 2 per cent on 
imports paid for by documentary credits and 4 per cent 
on imports paid for by other means have been extended 
to cover imports on the free list from the EPU coun- 
tries. The purchase contracts for imports on the free 
list must be registered with an authorized commercial 
bank, and a copy of the registration form must be for- 
warded to the Ministry of Commerce and Economy. This 
procedure will help the Ministry to determine the amount 
of foreign exchange required for such imports. Import 
licenses for all goods, including those purchased on 
credit or on consignment, will also serve as foreign 
exchange permits; no separate applications for foreign 
exchange allotments will be necessary. The above-men- 
tioned deposits will be forfeited if the goods are not 
imported within the scheduled period, which is generally 
six months from the date of registration or from the 
date of issue of the import license. 
Source: Hollandsche Bank-Unie N.V., Economisch Over- 

zicht, Amsterdam, Netherlands, May 1952. 


U.S. Aid to Turkey 

According to a recent statement by the Turkish For- 
eign Minister, total U.S. aid to Turkey between 1947-48 
and 1951-52 amounted to $1,041.2 million, of which $687 
million was in military aid, $351.7 million in economic 
aid, and $2.5 million in technical aid. 
Source: The Financial Times, London, England, July 8, 

1952. 


Production of Petroleum in Iraq 

The Iraq Petroleum Company has announced that pro- 
duction in June was more than double that in January 
and that total output for the first six months of 1952 
amounted to 6,105,166 tons, compared with 4,099,341 
tons for the corresponding period in 1951. In addition, 
IPC’s associated companies, Basra Petroleum Company 
and Petroleum Development (Qatar) Ltd., produced 
2,407,455 tons in the first half of 1952, bringing total 
output for the period to 8,512,621 tons. 

The Basra Petroleum Company is building a 24-inch 
pipe line to connect the Zubair oilfield with its Persian 
Gulf terminal at Fao, a distance of 75 miles. Total 
costs for the project, which is expected to be completed 
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by the end of next year, are not available. The new pipe 

line will run parallel to the present 12-inch line and will 

raise output of the Zubair field from 2 million to 8 mil- 

lion tons. 

Sources: The Iraq Times, Baghdad, Iraq, June 12, 1952; 
The Journal of Commerce, New York, N. Y., 
July 23, 1952. 


Cotton Exports in Pakistan 
Following the Pakistan Government’s decision late in 
June to sell cotton abroad at a 10 per cent discount 
from the minimum levels set last March (see this News 
Survey, Vol. V, p. 28), there has been considerable activ- 
ity in the cotton export market. Over 100,000 bales have 
been sold, and large offers are being received, mainly from 
China, Japan, and Australia. It is now expected that, 
at the current rate of export, the country will not have 
more than the normal carry-over of 100,000 bales at the 
end of the cotton season. In June 1952, domestic stocks 
were estimated at 537,000 bales, against 190,000 bales 
in June 1951. 
Sources: Dawn, Karachi, Pakistan, July 12, 1952; The 
Journal of Commerce, New York, N. Y., July 
24, 1952. 


Far East 

Investment of Foreign Capital in India 

During 1951, 94 applications were made in India for 
foreign investment totaling Rs 153 million (Rs 4.8 = 
US$1). Of the applications received, the Controller of 
Capital Issues approved 81, involving investment of 
Rs 151 million. The investment of foreign capital in 
government-sanctioned schemes amounted to Rs 100 mil- 
jion, compared with Rs 63.5 million in 1949 and Rs 26 
million in 1950; of the 1951 total, about Rs 73.5 million 
was provided by Great Britain and about Rs 12 million 
by the United States. The industries in which foreign 
capital is invested include glass, bicycles, diesel engines, 
rubber, chemicals and drugs, and sewing thread. (See 
also this News Survey, Vol. IV, p. 401.) 
Source: Reserve Bank of India, Indian News Digest, 

Bombay, India, June 2, 1952. 

Indian Wheat Imports 

Under the International Wheat Agreement, the Gov- 
ernment of India has placed orders to purchase 800,000 
tons of wheat from Canada and the United States during 
the second half of 1952. For the entire year 1952 the 
amount of wheat to be purchased will be about 3,200,000 
tons. 
Source: Reserve Bank of India, Indian News Digest, 

Bombay, India, June 2, 1952. 

Ceylon’s 1952-53 Budget 

The Ceylon Government’s budget for the fiscal year 
October 1952 to September 1953, as introduced by the 
Minister of Finance on July 10, estimates a total deficit 
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of Rs 406.1 million, compared with the latest estimate 
of Rs 172 million for the 1951-52 deficit. The 1952-53 
deficit is expected to be met by drawings from the 
Government’s cash balances and by new government 
loans. Revenues for the coming year are estimated at 
Rs 904.2 million. Of the total expenditure of Rs 1,310.3 
million, Rs 939.5 million will be met from current 
revenue and Rs 370.8 million from loans. 

Current revenue items are estimated as follows: im- 
port duties (Rs 237.5 million), export duties (Rs 190.1 
million), direct taxes (Rs 219.9 million), railway and 
electrical departments’ receipts (Rs 86 million), and 
other revenues (Rs 170.7 million). 

The distribution of total expenditures will be as fol- 
lows: social services (Rs 479.2 million), utility services 
(Rs 326.8 million), development of national wealth 
{Rs 271.9 million), and administration and debt services 
(Rs 232.4 million). Expenditure for food subsidies is 
estimated at Rs 161 million, compared with the previous 
fiscal year’s Rs 255 million. Rice is being sold at one 
third of its average landed cost, and wheat flour at 
72 per cent of its cost. 

The Central Bank of Ceylon issued two new govern- 
ment loans on July 15, totaling Rs 100 million. The first 
loan is for 4 to 6 years, with interest at 2144 per cent 
per annum; the second is for 21 to 26 years, with interest 
at 3 per cent per annum. 

Sources: Budget Speech, 1952-53, by the Minister of 
Finance; and Government of Ceylon Informa- 
tion Department, Ceylon News Letter, July 11, 
1952, Colombo, Ceylon. 


Ceylon’s National Income in 1951 
The Director of Census and Statistics in Ceylon has 

estimated the country’s gross national income for 1951 

at Rs 4,619 million, the highest figure on record. Per 

capita income for the year is estimated at Rs 597. 

Source: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, July 18, 
1952. 


Taiwan’s Foreign Trade 

The Bank of Taiwan reports that for the first half 
of 1952 Taiwan had a favorable trade balance of about 
US$10.5 million, compared with US$20.4 million for 
the corresponding period of 1951. Total exports during 
the period January-June 1952 were US$12.0 million 
higher than in the corresponding period of 1951, while 
imports increased by US$21.9 million. The Bank ob- 
tained export receipts of US$69.4 million during the half 
year, and sold foreign exchange totaling US$58.9 million 
for imports. 
Source: Chinese News Service, Press Release, New York, 

N. Y., July 22, 1952. 


Taiwan's Sugar Production 
The output of sugar in Taiwan for the twelve months 
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May 1951-April 1952 amounted to 520,300 metric tons, 
which is 20,300 metric tons more than the amount aimed 
at for the year. The 1951-52 output exceeded the 1950-51 
production (350,000 metric tons) by 48 per cent, but it 


was 15 per cent below that of 1949-50 (612,000 metric | 


tons). 

Sources: Bank of China, Monthly Economic Review, 
Taipeh, Taiwan, May 1952; Far Eastern Eco- 
nomic Review, Hong Kong, May 22, 1952. 

Japanese Shipbuilding 

. The tonnage of merchant ships (propelled crafts) 


under construction in Japan increased from 394,000 tons ~ 
during the first quarter of 1952 to about 457,000 tons © 


during the second quarter. Japan rose to third place 
as a shipbuilding country in the second quarter (with 
Britain and the United States holding the first and 
second places), from fifth place in the first quarter (with 


the first four places held by Britain, the United States, © 


Germany, and France). 


According to Lloyd’s Register 


of Shipping, world total tonnage of shipbuilding in the © 
second quarter was 5,614,000 tons, compared with © 


5,680,000 tons in the first quarter. 


Source: The Journal of Commerce, New York, N. Y., 5 


July 23, 1952. 
Indonesia to Export Scrap Iron 


Indonesia will shortly begin to export scrap iron. The 


supplies available for this purpose are estimated at about | 
400,000 tons. The first shipment of 12,000 tons will go © 


to Japan in exchange for about 5,000 tons of steel. 


Source: Aneta News Bulletin, New York, N. Y., July 18, | 


1952. 
Philippine Copra Exports 


Philippine exports of copra and coconut oil during ; 


the first six months of 1952 totaled 362,700 long tons 
(copra basis), a decrease of about 10 per cent from 
combined shipments of 400,924 tons during the cor- 
responding period in 1951. 


Source: Department of Agriculture, Foreign Crops and 


Markets, Washington, D. C., July 21, 1952. 


United States 


Outlook for U.S. Cotton Exports 

The U.S. Department of Agriculture has estimated 
that, while the 1952 cotton crop may exceed last year’s 
crop by 9 per cent, exports in the 1952-53 marketing year 
may fall some 1.0-1.8 million bales below the estimated 
1951-52 exports of 5.8 million bales. Domestic con- 
sumption, however, may increase slightly, bringing total 


consumption in the next marketing year to between 
13.3 million and 14.6 million bales. 


Source: The Wall Street Journal, New York, N. Y., July 


26, 1952. 
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Individuals’ Savings in U.S. 
Liquid savings of individuals in the United States 
totaled $2.7 billion for the first quarter of 1952, the 
highest first-quarter figure for any year in the postwar 
period. Large purchases of securities and insurance 
and repayment of consumer debt were partially offset 
by reduced holdings of currency and bank deposits and 
by increased mortgage debt. The largest form of liquid 
saving continued to be insurance, which rose by $2.2 bil- 
lion during the quarter. Net purchases of $900 million 
of government securities were the largest for any quarter 
since the first quarter of 1949; savings bonds purchases 
alone rose by $100 million, in contrast to a reduction of 
$200 million during the first quarter of 1951. 
Source: The Wall Street Journal, New York, N. Y., July 
19, 1952. 


Latin America 
Mexican Export Duties Reduced 


By a decree effective July 23, the Mexican Government 
reduced export duties on about 400 commodities. The 
list of commodities, on which the export surtax of 15 per 
cent ad valorem was reduced by an average of 80 per 
cent, includes fresh and frozen fish, garlic, onions, cacao, 
vanilla, tobacco, lemons, oranges, pineapple, fine woods, 
vegetables, waxes, peanuts, cotton, felt and textiles, 
canned meat, canned fish, essential oils, paints and varn- 
ishes, perfumes, glassware, hides and skins, cameras, 
brushes, hats, wire cable and sheet, and various metals. 
Source: The Journal of Commerce, New York, N. Y., 

July 23, 1952. 


Salvadoran Central Reserve Bank Reform 


The law governing the Central Reserve Bank of El 
Salvador was modified by Decree 707 of June 30, 1952 
of the Legislative Assembly. Under the new law, the 
Bank is authorized to grant loans with maturities up to 
one year, subject to the approval of the Board of Direc- 
tors. (The former maximum term was 120 days.) The 
Bank is also authorized to make advances of up to 
90 per cent of the market value (formerly 75 per cent) 
on Treasury bills issued by the Salvadoran Government 
with maturities not exceeding one year, and on credit 
titles of fixed interest guaranteed by the State and de- 
clared eligible by the Board of Directors. 

The decree also creates a Securities Regulating Fund 
(Fondo Regulador de Valores) to promote a wider and 
more active market for securities, and to stimulate eco- 
nomic activity and the investment of savings in fixed 
interest securities. The main sources of finance for this 
Fund will be (1) one half of the Bank’s profits after 
deductions have been made for reserves and dividends 
(not over 6 per cent per annum on the value of the 
share) ; (2) part of the Bank’s special reserve fund which 








the general assembly of stockholders will assign to it 
temporarily; (3) idle government funds from budget 
surpluses or idle cash balances assigned by the Bank’s 
Board of Directors; and (4) profits realized from the 
Fund’s operations. 

| The Central Reserve Bank is authorized to make cash 
advances to the Government not to exceed 10 per cent 
of the annual average of the Treasury cash income for 
the last three fiscal years (formerly the advances were 
limited to 10 per cent of the income from customs 
duties) . 

Source: Diario Oficial, San Salvador, El Salvador, July 
1, 1952. 


Annual Report of Central Reserve Bank of Peru 


The Central Reserve Bank of Peru, in its annual report 
for 1951, notes that the continued policy of abolition of 
controls and restrictions, together with favorable demand 
and prices for Peruvian exports, resulted in increased 
domestic production, higher exchange earnings, and a 
notable stability in the exchange rate of the sol. 
| A greater volume of imports resulted in a trade deficit 
equivalent to US$7.2 million in 1951, compared with a 
surplus of $7 million in 1950. While the terms of trade 
improved for the year as a whole, there was some decline 
during the last six months. The increase in imports is 
attributed to elimination of all import prohibitions early 
in the year; anticipatory buying as a result of the Korean 
war; higher exchange earnings; an expanded volume 
of credit and a larger money supply; and increased for- 
eign credit granted for Peruvian imports. The “net” 
reserves of the Central Reserve Bank fell by only $1.6 
million, from $24.6 million to $23.0 million. 

The 1951 averages of 15.08 soles per dollar in the 
certificate market and 15.18 soles in the free exchange 
market were slightly above the 1950 averages. The 
annual average quotation for sterling indicated a dis- 
count of about 9 per cent. 

Of the 507 million soles increase in the means of 
payment in 1951, 57 per cent was due to domestic trans- 
actions and the remainder to the acquisition of foreign 
assets. Of the domestic expansion, 61 per cent was due 
to credit increases by the commercial and other private 
banks, 17 per cent to credit increases by the Central 
Reserve Bank, and 22 per cent to a cash deficit in the 
government budget. Credit restrictions adopted in May 
1951 and September 1951 contributed toward lessening 
the credit expansion, and the increase in wholesale prices 
was limited to 17 per cent, the percentage increase re- 
ported for 1950. 

Source: Banco Central de Reserva del Peru, Memoria 
1951, Lima, Peru. 


Adjustment of Government Salaries in Chile 
The salaries and wages of Chilean public servants and 
members of the armed forces have been adjusted upward 
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by substantial amounts, to compensate for the rise in 
the cost of living during the last few years. As a result, 
it is estimated that the government wage bill for the cur- 
rent year will increase by roughly 38 per cent over 
original forecasts. 

Law No. 10343 enacted on May 28, ‘1952, providing 
for this adjustment, contains many important provisions: 
(1) Salaries, - wages, :family allowances, and the retire- 
ment pay of civil servants and members of the armed 
forces are increased; (2) «a ‘new. and ‘higher wage scale 
is adopted; (3) provision is made for automatic revisions 
of salarigs of civil seryants,.members of the armed forces, 
and employees of official. agencies, starting in January 
1953 and based on the increase .in the cost’ of living 
during the previous year. "The adjustments will range 
from a minimum of one fourth of the percentage increase 
in the cost of living for the highest classification to a 
maximum of 90 per cent for the lowest grade. 

For the current year, these adjustments indicate a 
total budgetary outlay of 8 billion pesos which will be 
met from taxation revenue, excluded from the current 
year budget forecasts, to the extent of 5 billion pesos. 
The balance of roughly 3 billion pesos is expected to 
be derived from the resulting increase in tax revenues. 
Thus, the budget is likely to be balanced only if prices 
and incomes continue to expand and so provide a 
larger base for taxation. 


Source: Banco Central de Chile, Boletin Mensual, Santi- 
ago, Chile, May 28, 1952. 


Restriction of Argentine Import Permits 

The Argentine Central Bank, under Circular 1617, 
dated July 23, 1952, has restricted the use of existing 
import permits to (1) operations for which commercial 
credits have been opened and are now in force, and (2) 
goods bought on other sales terms and which either were 
in Argentina or en route there before July 24. All other 
import permits must be returned to the Central Bank by 
the importer for cancellation without penalty. 

The order does not apply to import permits issued 
“without use of exchange” and “with deferred payment.” 
The former permits are granted on the condition that 
to pay for his purchases the importer find exchange 
either in the free exchange market or from any private 
account he may have in foreign banks. The latter per- 
mits cover transactions which importers have contracted 
with the understanding that payment will be made on a 
long-term credit basis. 

The new restrictive measure is apparently designed to 
tighten imports further in view of Argentina’s dwindling 
exchange resources. Argentina’s balance of payments 
difficulties have been aggravated in the past two years by 
a severe drought that has considerably reduced produc- 
tion of grains and meat, the nation’s major exports. 
Source: The Journal of Commerce, New York, N. Y., 

July 28, 1952. 
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Other Countries 


Australian Interest Rate Policy 


The power of the Commonwealth Bank of Australia to 
fix maximum rates of interest in Australia has been 
abolished. However, privately owned trading banks 
have agreed to make 5 per cent a year, instead of the 


present 44 per cent, the maximum rate for overdrafts | 
As of August the Commonwealth Bank § 
will increase its standard overdraft rate by 42 per cent | 


to customers. 


a year, to 434 per cent. The Bank has stated that this 
decision reflects the upward movement in the yield of 
government securities and interest rates elsewhere on the 
loan market, as well as movements in London rates, which 
has made it necessary to allow Australian banks to bring 


their rates for fixed deposits and loans more into line | 


with current market rates. 


Source: Australian News and Information Service, Aus- 


tralian News Summary, New York, N. Y., July ' 


28, 1952. 


Foreign Trade of Cyprus 


The overseas trade of Cyprus is reported to have risen 
by £9 million, to £34 million in 1951; imports amounted 
to over £19 million and exports to £14.5 million. In the 
past five years, Cyprus overseas trade has nearly trebled, 


and is now running at an annual rate 10 times that of 


prewar years. 


Exports in 1951 fetched 25 per cent higher prices 
than in 1950, and imports cost 19 per cent more. The | 
volume of imports in 1951 was 20 per cent more than | 
in 1950, while exports were only 6 per cent higher. To § 


meet the adverse trade balance, Cyprus depended on 
invisible exports derived mostly from money spent by 
the Service Department, from tourist traffic, immigrant 
remittances, grants under the Colonial Development and 
Welfare Acts, and from capital investments by foreign 
firms and kindred sources. 


Source: The Financial Times, London, England, June 
10, 1952. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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